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worK and life, and labor relations in Europe are reviewed to 
determine how they are meeting the challenge of technological change 
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INTRODUCTION 

Thirteen years have elapsed since the first European Regional Con- 
ference. They have been marked by profound changes in many fields, not 
only political, economic and social but also cultural and ideological. 
Economic and technological progress in Europe has led to vastly in- 
creased prosperity for many and at the same time to far-reaching changes 
in the production of goods and services; the relative importance of 
different sources of energy has been considerably altered ; new methods 
have been introduced in the management of business and of entire 
economies ; there is a growing trend towards the development of services 
and other forms of organisation, so that certain European countries are 
today on the threshold of “post-industriar or “service” economies. 

Though some workers face new hazards and new forms of fatigue in 
their employment, in many respects the causes of hazards and fatigue 
have been reduced or eliminated. There are new opportunities for adapt- 
ing job content and working conditions to human needs and for improv- 
ing the worker’s welfare and raising his standard of living. Changes have 
taken place in the occupational and social structure, and new possibilities 
of vocational advancement and human betterment have arisen. The 
opportunities for living a fuller life have been increased by the extension 
of leisure and the spread of mass communication media. These changes 
have in turn fostered new kinds of relations among individuals and 
groups, so that there is now perhaps a greater risk of tensions and 
misunderstandings, but also a more widespread recognition of the grow- 
ing mutual dependence of individuals and groups, whether in the produc- 
tion process or in the general functioning of society. 

On the whole, scientific and technological development has continued 
to broaden the individual’s horizons: as human control over the environ- 
ment has steadily increased, the range and diversity of human experience 
have grown beyond the wildest dreams of previous generations. Of 
special concern to the I.L.O. is the fact that the continuing transformation 
of the scientific and technical foundations of the European economy has 
had a spectacular effect on the basic problems of work, of social policy 
and of relations between different generations and interest groups. 

Admittedly, it is difficult to discuss Europe or the “European Man” 
without differentiating. Differences connected with national traditions and 
with political and economic structures are accompanied by disparities 
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in economic growth and different approaches to economic develop- 
ment, which have repercussions on social and labour affairs. Clearly the 
countries of Europe that are in course of industrialisation face problems 
very different from those found in countries that are already industria- 
lised. Differences in social and political systems also give rise to very 
different sets of problems. When the situation varies so greatly, the 
underlying social conditions, the relationship between different sectors of 
the economy and the tensions between different groups arc often not 
comparable. To give one example, the problem involved in the relation- 
ship between urban and rural areas is obviously not the same in a 
country like Sweden, where the social differences between town and 
country have been attenuated by the trend towards a uniform national 
way of life, and in countries of southern Europe, where much of the rural 
population still constitutes a large backward and partly illiterate reserve 
of manpower, whose only escape is to the already overcrowded urban 
areas — with limited opportunities for bettei living standards — or to 
richer countries. In either case they face difficult problems of integration 
into a new environment. However, in spite of the many differences that 
still separate them, the nations of Europe have greatly strengthened 
co-operation with each other in the economic field. 

Moreover, the preoccupations of all European countries with attain- 
ing or maintaining a high rate of economic growth are paralleled by the 
increasing attention that is being paid to the human cost of work — a 
notion which covers the effects of technological progress on the nature of 
the work done and on the conditions under which it is performed, as well 
as on life outside the workplace. Everywhere the problems and the 
opportunities presented by technological change have prompted a search 
for appropriate means of meeting the needs and aspirations of all 
sections of the population for higher living standards, for more dignified 
living and working conditions and for more active participation in 
economic and social affairs; and everywhere there is the same problem of 
striking a balance between general and particular interests and of build- 
ing for the future at the lowest possible human cost and with the widest 
possible measure of individual freedom in the present. In Western 
Europe the conclusion and entry into force of the European Convention 
on Human Rights and the European Social Charter constitute an impor- 
tant development in this connection; and in Eastern Europe the intro- 
duction of economic reforms has been accompanied by an increasing 
interest in the social and human factors involved in economic growth and 
development. 

The reports before the Conference attempt to examine the chief prob- 
lems of interest to the I.L.O. faced by European countries in this effort 
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of social adaptation to change. The two technical reports 1 deal with 
problems and policies in two areas of crucial importance in reducing or 
compensating the human costs of change— manpower and income secu- 
rity. The present report has a more general aim: after examining the 
economic and social background against which technological change is 
taking place, it reviews the ways in which policies are evolving in three 
fields — incomes, working and living conditions, and labour relations— to 
meet the challenge of technological change and to construct a more 
“human” society. 

There is, however, one important challenge to the European human- 
ist tradition that I do not touch on in this report: that of assisting the 
developing countries in their efforts to modernise and to raise the 
standards of living of their populations. It is hardly necessary to stress 
the responsibility of the industrialised nations for narrowing the growing 
gap between rich and poor countries, and it can never be overemphasised 
that “poverty anywhere constitutes a danger to prosperity every where”. 
The industrialised nations of Europe are playing their part in the great 
task of helping those that are economically more backward, while some 
European countries, such as Cyprus, Greece, Malta, Turkey and Yugo- 
slavia, are receiving such assistance themselves. At present the growing 
indebtedness of developing countries is a source of serious concern for 
the industrialised nations, which are looking into the possibility of new 
forms of aid. Employers’ and workers’ organisations in certain European 
countries have also demonstrated their solidarity with the workers in 
developing countries by providing assistance in such fields as housing 
and workers’ education. Co-operative organisations are also making 
available the fruits of their experience. There is now in fact a deep 
conviction among many sections of the European population, especially 
among young people, that Europe should greatly increase its assistance 
to the developing countries. This Conference can create the necessary 
awareness of the urgency of this problem and propose realistic means of 
translating that awareness into effective action. 

The I.L.O. itself is not directly competent to deal with what is one of 
the main preoccupations of developing countries, namely to obtain non- 
discriminatory tariff preferences, without reciprocity, from the developed 
countries, although it can, and will if requested, assist the industrialised 
countries in making the necessary adjustments to accommodate the new 
trade flows that would result from such measures. However, it is endeav- 
ouring, with the active support of European nations, to provide the 
developing countries with as much technical co-operation as possible so 

1 Report II, “ Manpower Aspects of Recent Economic Evolution Report III, 
“ Income Security in the Light of Structural Changes 
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as to enable them to build up a competitive modern economy. In this 
connection, I would mention particularly the useful role that can be 
played by the International Centre for Advanced Technical and Voca- 
tional Training in Turin as an instrument for aid to the developing 
countries and for co-operation among the industrialised countries. The 
Centre will, I am sure, prove an increasingly useful training and research 
institution which can help to bring about a more widespread dissemina- 
tion of technological progress, of modern methods of management and 
their application in all countries. To continue effectively with its task, it 
will need the full support of all European governments. 

But if Europe is to be able to play a more effective role in aiding the 
developing countries, it needs to overcome its own internal problems, to 
meet the challenge of rapid change and to seize the opportunities that it 
presents. This report attempts to draw attention to some of these 
problems, in the hope that the Second European Regional Conference 
can point the way forward to their solution for the greater dignity and 
material welfare of workers in Europe and throughout the world. 



CHAPTER I 



RECENT ECONOMIC AND SOCIAL DEVELOPMENTS 

IN EUROPE 

Economic Trends 

Since the first European Regional Conference of the International 
Labour Organisation, the economic situation of the European member 
nations nas changed dramatically. Economic progress based upon scien- 
tific and technological development has brought considerable increases 
in labour productivity and in production generally. This has resulted in 
substantial gains in standards of living for the great majority of Euro- 
peans. The structure of the economy of European countries has also 
changed markedly, with the most productive branches of industry 
enjoying the fastest rates of growth. Agricultural productivity has risen 
rapidly and services have played an increasing role in the national 
economies. 

The market economies have advanced on the path of economic 
programming and planning. In the socialist economies far-reaching and 
fundamental changes have been made in economic policy; the process of 
economic experiments and reforms, the search for a new model of 
optimum combination of planning instruments with market forces, which 
was started in 1957, has characterised almost all socialist economies. 
During the period between the two Conferences economic co-operation 
among European countries has been greatly strengthened, and a certain 
improvement in the international political climate has made it possible to 
intensify economic relations between the market and centrally planned 
economies — a very encouraging development from which both parties 
will certainly benefit. 

Economic Growth since 1950 

In my report to the 1955 Conference, I commented that inclusion of 
data on economic growth in the United States — 

“should not be taken to imply that the economies of the more mature 
European countries could, even in the best of circumstances, have matched the 
rate of growth achieved in the United States, with its rich natural resources, 
enormous domestic market and rapid population growth. The figures do show, 
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TABLE I. AVERAGE ANNUAL RATES OF GROWTH OF NATIONAL 
PRODUCT IN EUROPE AND THE UNITED STATES, 1950-67 



( Constant market prices ; per cent.) 



Country 


1950-60 j 

1 


1960-64 


1964-67 1 


1965 


1966 


1967 1 




Gross national product 


Austria 


5.6 


4.6 


2.9 


2.4 


4.3 


2.0 


Belgium 


3.0 2 


5.3 


2.8 


3.5 


2.7 


2. 0-2. 5 


Denmark 


3.3 


4.9 


3.3 


4.5 


2.4 


3.1 


Finland 


5.3 2 


5.3 


3.3 


5.1 


2.3 


2.6 


France 


4.5 


5.6 


4.4 


4.2 


4.9 


4.0 


Germany (Fed. Rep.) . . . 


7.8 


4.9 


2.6 


5.6 


2.3 


-0.1 


Ireland 


1.7 


4.2 


2.6 


2.2 


1.6 


4.1 


Italy 


5.4 2 


5.5 


4.9 


3.5 


5.5 


5.7 


Netherlands 


4.8 


4.9 


4.1 


4.7 


2.5 


5.0 


Norway 


3.6 


5.1 


4.8 


5.2 


4.0 


5.3 


Sweden 


3.3 


5.5 


3.4 


3.7 


3.1 


3.3 


Switzerland 


4.4 


5.5 


2.9 


4.3 


2.8 


1.7 


United Kingdom .... 


2.7 


3.6 


1.7 


2.3 


1.3 


1.5 




Gross domestic product 


Greece 


5.9 


8.1 


6.3 


7.7 


7.1 


4.0 


Portugal 


4.3 2 


6.2 


5.1 


7.1 


2.8 


5.5 


Spain 


4.3 3 


9.7 


6.3 


7.1 


8.2 


3.7 


Turkey 


6.3 


6.2 


6.6 


3.8 


9.9 


6.2 




Net material product 


Gross material product 


Yugoslavia 


8.5 2 


8.7 


4.1 


3.4 


8.6 


0.3 




Net material product 


Bulgaria 


9.1 4 


6.6 


9.1 


7.1 


11.1 


9.0 


Czechoslovakia 


’ 7.5 


1.6 


7.4 


3.4 


10.8 


8.0 


Eastern Germany .... 


8.0 G 


2.6 


4.9 


4.4 


5.3 


5.0 


Hungary 


6.5 


5.3 


5.5 


1.1 


8.4 


7.0 


Poland 


7.6 


5.9 


6.7 


7.0 


7.2 


6.0 


Rumania 


10.4 


8.8 


9.0 


9.7 


9.8 


7.5 


U.S.S.R 


10.2 


6.4 


7.0 


6.9 


7.5 


6.7 




Gross national product 


United States 


3.3 


4.5 


4.8 


6.1 


5.8 


2.5 



Sources: United Nations: Yearbook of National Accounts Statistics , 1964 (New York, 1965) and ibid , 
1966 (New York, 1967); Economic Survey of Europe in 1967 : The European Economy in 1967 (New York, 
1968); United States Government: Economic Report of the President (Washington, United States 
Government Printing Office, 1968). 

1 All 1967 data are provisional. * 1953-60. * 1954-60. * 1952-60. 1 1955-60. 
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however, the extent to which economic growth in the United States has 
outstripped that of European countries. This presents a challenge to 
Europe. 1 

As table I shows, this challenge has been met successfully. The low 
rates of increase in national product which characterised European 
economies prior to the Second World War have been replaced by rates of 
economic growth matching or exceeding that of the United States. In 
actual amounts of output of goods and services produced per person 
European countries are still far below the United States, but relatively 
they have been gaining rapidly. 

Percentage increases in national product per head between 1950 and 
1965 are presented in table II for the major countries of Europe and 
the United States. The picture presented is heartening. Levels of living 
in Europe have been raised since 1950 by between 50 and 250 
per cent. 2 

If the high rates of economic growth which have characterised 
European economies in the last two decades can be maintained, incomes 
and levels of living will rise to heights previously eiijoyed only by a 
fortunate few. Even the relatively low growth rate of 3 per cent, a year 
(approximately the United States average rate of increase in total output 
from 1913 to 1960) results in an increase in product of over one-third 
in ten years and over one-half in 15 years. The O.E.C.D. objective for 
the 1960s of growth at 4.1 per cent, per annum implies a 50 per cent, gain 
for the decade. More ambitious targets, such as the current 6 per cent, 
goals of Greece, Portugal and Spain, would result, if attained, in an 80 per 
cent, increase in national product in ten years. 

Among the industrialised countries of Western Europe, there have 
been several “cycles” in rates of economic growth since 1950. Starting 
from the high level of an 8.5 per cent, average increase in national 
product in that year, the growth rate for the industrialised countries 
dropped to an average of 2.5 per cent, in 1952, rose to 6 per cent, in 
1955, then fell to 2 per cent, in 1958, but climbed back to 7 per cent, in 
1960. Between 1960 and 1964 the annual increase in national product 
remained at a level of 4 to 5.5 per cent. 3 Since 1964, however, rates of 



1 1.L.O.: Report of the Director-General, Report I, European Regional Conference, 
Geneva, 1955 (Geneva, 1954), pp. 7-8. 

2 The entire increase in national product in the various countries has not been 
available, of course, for immediate personal consumption. Shares of varying size have 
been directed into private and public investment, into education and social services, or 
to non-consumer uses such as armaments or repayment of foreign debts. However, the 
increase in productive capacity resulting from investment will ultimately enlarge the 
supply of goods and services for individuals, and expenditures on education, public 
services and facilities directly benefit individuals. 

3 Economic Survey of Europe in 1967, op. cit., Ch. I, pp. 38-39. Average weighted 
by relative size of national product. 
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TABLE II. INCREASE OF NATIONAL PRODUCT PER HEAD IN EUROPE 
AND THE UNITED STATES, 1950-65 

(Per cent.) 





Annual rate of increase 1 


# Total 


Country 


1950-60 


1960-65 


1950-65 


increase 
1950-65 
(estimated) 2 


Austria 


5.5 


3.6 


4.9 


105 


Belgium 


2.5 3 


4.2 


3.1 


58 


Bulgaria 


8.1 4 


5.8 


7.2 


183 


Czechoslovakia 


6.6 


1.3 


4.8 


102 


Denmark 


2.5 


4.1 


3.0 


56 


Finland 


3.9° 


4.7 


4.3 


88 


France 


3.6 


3.7 


3.6 


70 


Eastern Germany .... 


8.8° 


3.6 


6.2 


147 


Germany (Fed. Rep.) . . . 


6.7 


3.6 


5.7 


130 


Greece 


4.9 


7.3 


5.7 


130 


Hungary 


5.7 


4.1 


5.2 


114 


Ireland 


2.2 


3.4 


2.6 


47 


Italy 


4.8 7 


4.4 


4.7 


99 


Netherlands 


3.4 


3.6 


3.5 


68 


Norway 


2.6 


4.7 


3.3 


63 


Poland 


5.6 


5.2 


5.5 


123 


Portugal 


3.9 3 


5.4 


4.5 


94 


Rumania 


9.0 


8.3 


8.8 


254 


Sweden 


2.6 


4.3 


3.2 


60 


Switzerland 


3.0 


3.0 


3.0 


56 


Turkey 


3.4 


2.0 


2.9 


54 


U.S.S.R 


8.3 


4.8 


7.1 


180 


United Kingdom 


2.4 


2.5 


2.4 


43 


Yugoslavia 


7.4 3 


7.4 


7.4 


192 


United States 


1.5 


3.1 


2.0 


35 



Source: Yearbook of National Accounts Statistics , 1966 , op. cit. 

1 Gross domestic product divided by population in market economies; net material product divided 
by population in centrally planned economies and Yugoslavia; gross national product divided by popula- 
tion in United States. 

a Increase over 15-year period at average annual rate of growth shown for 1950-65. For those coun- 
tries where annual rate of growth is shown for less than 15 years this figure may overstate or understate 
the actual increase. 

3 1953-60. 

* 1952-60. 

* 1954-60. 

* 1955-60. 

7 1951-60. 

growth have fallen off sharply, as may be noted in table I. From a peak 
of 6 per cent, in 1964, the annual increase of output in the industrialised 
countries fell to 4 per cent, in 1965, to 3 per cent, in 1966 and then to 2 
per cent, in 1967. While there was no actual decrease in the level of 
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economic activity 1 , one of the major consequences of slowing economic 
growth was a rise in unemployment in 1967. Various factors were 
responsible for this slowing down of economic expansion 2 , including 
restraints imposed on demand through fiscal and credit policies in a 
number of countries to combat inflationary pressures and to improve the 
balance- of payments. Another deterrent to expansion was a slackening of 
investment, both private and public, as a result of rising costs and the 
restraints on demand. 

In these conditions manpower scarcity (a typical phenomenon for 
most developed European countries in the late 1950s and early 1960s) 
acts as an additional deterrent to investment and output, directly 
through limiting production and indirectly through contributing to the 
inflationary pressures which induced the adoption of policies of restraint. 
At times of high demand there are enough incentives to overcome this 
scarcity by introducing new capital-intensive methods and thus increas- 
ing production with the same amount of labour; when the pace of 
growth slackens, these incentives are lost. Measures to augment the 
supply of skilled manpower needed for economic expansion may, 
therefore, also aid in softening recession and unemployment 3 , since the 
scarcity of properly trained manpower limits the pace of economic 
expansion and may thereby contribute to reducing future employment 
opportunities. 

The less developed countries of southern Europe — Greece, Italy, Por- 
tugal, Spain, Turkey and Yugoslavia — have experienced higher rates of 
development than the more industrialised nations. The faster growth rate 
of the southern countries is due to two factors. First, absolute levels of 
output being low in these economies, even modest increases in produc- 
tion appear as relatively large gains in percentage terms. Second, the 
transfoimation of these economies from small-scale inefficient agri- 
cultural to diversified industrial activity is still at an early stage in which 
relative gains in output are large. 

Output gains have also been high in the centrally planned econo- 
mies, although here too the least industrialised countries have shown the 
highest rates of growth. Table I shows that two countries of the 
region — Czechoslovakia and Eastern Germany — experienced a serious 
slowing down in their economic growth in the period 1960-64, as did 

1 Only the Federal Republic of Germany experienced an actual decline in national 
product — of about 0.1 per cent, in 1967 — from which it has since recovered. 

2 For a detailed analysis see the annual Economic Survey of Europe prepared by the 
Secretariat of the Economic Commission for Europe, especially the reports for 1965 
and 1967. 

3 See Report II to this Conference, in which measures for meeting manpower 
shortages are discussed. 
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Hungary in 1965. But they seem to be regaining comparatively high rates 
of economic expansion and in 1967 the annual increase in the net 
material product was between 5 per cent, for Eastern Germany and 9 per 
cent, for Bulgaria. Different statistical approaches to the estimate of the 
volume of national products in the countries with centrally planned 
economies and in market economies make it difficult to make any direct 
comparison in the levels of economic development between these two 
groups of countries. 



Structural Change 

Modern economic development based upon scientific and technologi- 
cal progress is impossible without continuous change in the structure of a 
nation’s economy. New industries appear and expand in importance as 
contributors to the national product, while others decline relatively, or 
even absolutely, in significance. With these changes the occupational 
structure of employment likewise alters. Older occupations disappear, 
while new types of jobs open up. The expansion and decline of industries 
affect economic activity in particular regions and localities. Some areas 
suffer ’oss of jobs and of population, others enjoy the prosperity created 
by new or expanding local enterprises. Social and political changes of 
great variety and complexity ensue from these economic developments. 

The I.L.O.’s principal concern with structural change relates to the 
effect such change has on employment. The two technical reports before 
the Conference deal in some detail with the two broad policy areas — 
manpower and income security— where action can and needs to be taken 
to facilitate the process of structural change at the lowest possible 
human cost. Here I shall only mention in very general terms the main 
characteristics of structural change as it affects the labour force. 

The structural change involved in economic development tends to 
follow a similar pattern in all countries. Recent trends can be seen in 
table III. 1 In broad terms, it involves a movement of manpower out of 
agriculture into industry and services, accompanied by a high rate of 
investment in the industrial sector and subsequently in the service sector. 
Accompanying the shift of population out of agriculture there is a 
transfer of economic activity from the household to the market. Partly 
this results from the relative or actual decline of population in rural 
areas, which are the stronghold of family-centred economic activity. 
Primarily, however, it is the expansion of the supply of goods and services 



1 The pattern appears even more clearly over a longer period. See, for example, 
I.L.O.: Employment and Economic Growth, Studies and Reports, New Series, No. 67 
(Geneva, 1964), table IV, pp. 8-10. 
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TABLE III. INDUSTRIAL DISTRIBUTION OF THE LABOUR FORCE 
IN SELECTED EUROPEAN COUNTRIES AROUND 1950 AND 1960 

( Per cent.) 



Country 


Year 


Agri- 

cul- 

ture, 

for- 

estry, 

hunt- 

ing, 

fishing 


Min- 

ing, 

quar- 

rying 


Manu- 

factu- 

ring 


Con- 

struc- 

tion 


Electri- 

city, 

gas, 

water, 

etc. 


Com- 

merce 


Trans- 

port, 

storage, 

com- 

muni- 

cations 


Ser- 

vices 


Bulgaria 


1956 


64.1 


15.9 1 


2.8 




3.4 


3.2 


9.8 




1965® 


44.4 


21 


'.3 


6.2 


— 


4.7 


4.5 


12.7 


Finland 


1950 


46.0 


0.3 


20.7 


6.2 


0.5 


8.1 


5.4 


11.4 




1960 


35.5 


0.3 


21.6 


8.7 


0.9 


11.6 


6.3 


14.8 


France 


1954 


26.7 


2.1 


25.3 


7.0 


0.7 


13.5 


5.2 


16.6 




1962 


19.8 


1.6 


26.9 


8.2 


0.9 


13.2 


5.4 


20.1 


Germany (Fed. Rep.) 


1950 s 


22.1 


3.3 


30.8 


8.4 


0.7 


9.9 


5.3 


17.4 




1961 s 


13.4 


2.8 


36.4 


8.6 


0.8 


13.4 


5.6 


18.9 


Hungary 


1949 


52.8 


1.8 


19.1 4 


2.3 





4.7 


4.0 


8.8 




1960 


38.4 


3.2 


25.6 4 


6.2 


— 


6.7 


6.1 


10.4 


Italy 


1951 


40.0 


22 


1.8 


7.1 


0.5 


20.5 8 


3.8 


- 




1961 


28.2 


0.7 


26.5 


11.6 


0.6 


24.7 6 


4.8 


— 


Netherlands .... 


1947 


19.3 


1.3 


24.0 


7.0 


1.0 


14.1 


6.2 


20.4 




1960 


10.7 


1.5 


29.9 


9.7 


1.1 


16.2 


6.9 


23.5 


Poland 


1950 


57.1* 


18 


.8 7 


4.2 





5.2 


3.8 


10.2 




1960 


47.7 s 


23 


.3 7 


5.7 


— 


5.8 


4.8 


12.7 


Spain 


1950 


48.9 


1.6 


17.6 


5.3 


0.5 


6.5 


3.9 


14.1 




1960 


41.3 


1.7 


21.9 


7.1 


0.7 


7.8 


4.6 


13.9 


Sweden 


1950 


20.3 


0.5 


31.6 


7.9 


0.9 


13.0 


8.1 


17.0 




1960 


13.8 


0.7 


34.2 


9.1 


1.1 


13.5 


7.5 


19.8 


Turkey 


1955 


77.3 


0.5 


6.0 


1.6 


0.1 


2.8 


1.6 


4.1 




1965 


71.8 


0.6 


6.9 


2.6 


0.2 


3.0 


2.1 


5.9 


United Kingdom , . 


1951 


5.3 


3,7 


37.3 


6.3 


1.6 


14.0 


7.6 


23.6 




1961 


3.8 


2.9 


34.8 


6.7 


1.6 


15.6 


6.9 


24.4 


Yugoslavia 


1953 


66.8 


1.4 


10.7 


3.1 


_ 


3.1 


2.1 


7.0 




1961 


56.9 


1.7 


16.5 


3.8 


— — 


3.2 


3.0 


8.7 



Source: I.L.O. Year Book of Labour Statistics * various dates. 



Note: Activities not adequately described are excluded, except in the 1960 figure for “services” 
in Poland* which includes them. 

includes electricity* *Data based on a 3 per cent, sample tabulation of the 1965 population 
census. 8 Data include Saar and West Berlin. 4 Includes electricity, gas, water, etc. 1 Includes 
services. • Excludes sea fishing. 7 Includes electricity and gas* and sea fishing. 
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offered in the market which causes the abandonment of household 
production. 

The most prominent aspect of structural transformation shown in 
table III is the decrease in the proportion of the economically active 
population engaged in agriculture. While the bottom limit to the share of 
agriculture in total employment will no doubt vary from one country to 
another, European as well as American experience indicates that the 
limit is quite low, certainly far below the proportion of workers now 
engaged in farming in most countries of Europe. 

The principal factor reducing the share of agriculture in employment 
has been the high rate of increase in productivity per worker due to the 
mechanisation of farm operations, the increasing use of fertilisers, and 
the introduction of a wide variety of new agricultural techniques. A 
secondary factor has been the growth of the food-processing industries 
which, using advanced mechanised methods, have taken over a part of 
the agricultural operations which used to be performed on the farm. 
Finally, food consumption, which increases less fast proportionately 
than incomes, has not kept pace with production per farm worker. 

Mining has shown a relatively slow growth in terms of total produc- 
tion, and its share in economic activity has declined in most countries. 
This has been due to a continuing decrease in consumption of fuel and 
raw materials per unit of final product . 1 Two factors have been respon- 
sible, increased efficiency in the utilisation of fuels and materials, and the 
use of substitutes for the products of mining, such as petroleum in place 
of coal and plastics as a substitute for metals. Employment in mining is 
also being reduced by mechanisation and new techniques such as strip 
mining. 

Although the percentage of workers engaged in manufacturing has 
increased somewhat in nearly all European countries, the growth of 
employment has been slight compared to the proportion of workers 
released from agriculture and absorbed into other sectors, particularly 
commerce and other services. This suggests that manufacturing is not 
likely to be a major source of new employment in the future, particularly 
in more developed economies, 

The growth of manufacturing expands employment primarily by 
raising national income and thus increasing effective demand for goods 
and services produced in other sectors of the economy. Concurrently, the 

1 Between 1938 and 1954 total production of commodities in the developed 
countries increased by 77 per cent., while consumption of raw materials by industry 
increased by only 33 per cent. See G.A.T.T. : Trends in International Trade (Geneva, 
1958), p. 40. Although more recent summary figures are not available, evidence 
indicates that the input of raw materials per unit of value added in manufacturing has 
continued to decrease. See idem: International Trade 1966 (Geneva, 1967), pp. 42-44. 
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expansion of manufactures leads to increases in employment in trans- 
port, commerce and other activities necessary to the production and 
distribution of manufactured products. 1 

Construction has steadily increased tis share of the labour force to be- 
tween 6 and 9 per cent, in the developed countries and will undoubtedly 
continue to grow in importance. This is due to extremely slow progress 
in the improvement of building techniques and the continuous expansion 
of demand. Industrial development requires construction — factories, 
warehouses, offices and other structures. Population growth requires 
more living accommodation, but perhaps even more important is the 
demand for higher quality housing as aspirations and incomes rise. 
Finally, the needs of the public sector for school buildings, recreation 
centres, hospitals, public office buildings, highways and other facilities 
constitute a major source of demand for construction. The need for 
urban renewal is acute in Europe and will actively engage the construc- 
tion industry for many years. 

Transportation is a declining, rather than growing, sector of employ- 
ment in the most advanced economies of the region for a variety of 
reasons. Technological progress in this field has proceeded at a rapid 
pace and has resulted in a fast rate of increase in man-hours output. At 
the same time, transportation has suffered important losses in two 
markets — fuels and raw materials, for reasons noted earlier, and passen- 
gers as a result of the growth in ownership of private automobiles. 

Communications, on the other hand, constitute an economic area in 
which demand is increasing more rapidly than gains in productivity 
despite the remarkable advances in recent years in communications 
technology. Taken together, therefore, transport and communications 
still represent a growing sector of employment in most European coun- 
tries. 

Commerce and the related financial fields of banking, insurance and 
real estate have experienced sizable growth over the past 50 years. 
Commerce and banking must expand with industrial growth, of course, 
to accommodate the greater volume and variety of marketing and 
financial transactions accompanying a growing national product. Insur- 
ance has expanded as an industry, partly for the same reason, but 
primarily because of rising personal wealth and income. As wealth 
increases, the individual has more property to insure and can increasingly 
afford insurance, not only of property but against other risks — death, 
injury, sickness, unemployment — where these are not covered by national 

1 See Walter Galenson: “Economic Development and the Sectoral Expansion of 
Employment ”, in I.L.O. : International Labour Review , Vol. LXXXVII, No. 6, June 
1963, pp. 505-519. 
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social security schemes. Expansion of real estate activity is a natural 
accompaniment of the steady growth of constiuction activity. 

Supermarkets and other self-service methods of merchandising, com- 
puters and other techniques of “office automation” may serve in many 
countries to limit the further expansion of employment opportunities in 
commerce and finance. Many small retail shops, for example, are disap- 
pearing in Britain, France and other countries, while through the use of 
computers banks and insurance firms are handling an increasing volume 
of transactions with little expansion of staff. In the less developed 
European countries, however, and in the socialist nations which are now 
expanding their production of consumer goods, it is likely that commerce 
will absorb an increasing share of the economically active population for 
some years to come. 

The so-called services sector embraces an almost limitless variety 
of economic activities — health care, education, governmental agencies, 
entertainment, recreation, the many occupations connected with the 
expanding tourist industry and domestic and personal services. If the 
classification has meaning other than as an umbrella for miscellaneous 
activities, it lies in the fact that production of these varied services is 
primarily dependent upon human effort and ability. 

Consequently, the performance of services contrasts markedly with 
that of others sectors in the process of economic development. In only a 
limited part— primarily domestic and personal services— is there a lasting 
tendency towards diminishing employment. In most of the services 
employment is increasing, particularly in the area of education and 
health, since mechanisation does not lead to a reduction in the numbers 
employed in suci occupations. 

Will the pace of these changes be maintained or will it, at some 
point, slacken or even stop? This is a question to which there is no 
answer. The world is poised, at the present time, on the threshold of a 
scientific and technical revolution the dimensions and future course of 
which cannot be foreseen. Its impact on techniques of production and 
other aspects of economic activity, however, will unquestionably be 
profound. It is most likely, therefore, that changes in the economic 
structure will continue, perhaps at an even faster pace than currently 
with an inevitable redistribution of the labour force between the main 
sectors of the economy and within the sectors themselves. The problem 
will be discussed at length in the technical reports. Here I would only 
stress that, although the total number of jobs in Europe has increased 
considerably during the period since 1955, structural change can result in 
very serious problems for individual workers or groups of workers and 
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for employers as well. Protection is required for workers affected by 
change and employers need the assistance of training and retraining 
programmes to secure the manpower needed for new occupations. 

Productivity 

Increased productivity is crucial to the growth of national output, 
especially in view of the slow gains to be expected in manpower supply. 
Fortunately, advances in productivity, defined as increases in output per 
worker or per man-hour, have been rapid in post-war Europe compared 
with pre-war years or with the trend in the United States. Table IV shows 
the average annual increase in output per man-hour in several European 
countries and the United States. Only Denmark, Norway, and Sweden 
matched the United States rate of productivity increase before the Second 
World War. After 1950, however, all the countries listed, except the 
United Kingdom, had faster increases than the United States. 



TABLE IV. AVERAGE ANNUAL INCREASE IN OUTPUT 
PER MAN-HOUR IN SEVERAL EUROPEAN COUNTRIES 
AND THE UNITED STATES, 1870-1960 

(Per cent.) 



| Country 


1870-1913 


1913-50 


1950-60 


Belgium 


2.0 


1.4 


2.5 


Denmark 


2.6 


1.5 


2.9 


France 


1.8 


1.6 


3.9 


Germany (Fed. Rep.) 


2.1 1 


0.9 


6.0 


Italy 


1.2 


1.9 


4.1 


Netherlands 


1.1 2 


1.1 


3.7 


Norway 


1.8 1 


2.4 


3.9 


Sweden 


2.7 


2.0 


3.5 


Switzerland 


1.6 3 


1.9 


4.2 


United Kingdom 


1.5 


1.7 


2.0 


United States 


1 241 


2.4 

i 


2.4 



Source: Angus M Addison: Economic Growth in the West (London: Allen and Unwin, 1967), p. 37* 
1 1871-1913. 
a 1900-13. 

3 1890-1913. 



The extent of reliance on gains in output per worker to raise the 
national product in the market economies is cle arly shown by table V, 
which gives annual rates of increase in domestic product, employment, 
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TABLE V. INCREASE IN DOMESTIC PRODUCT, EMPLOYMENT 
AND OUTPUT PER MAN, ACTUAL AND PROJECTED, 

IN SEVERAL MARKET ECONOMIES 

( Per cent.) 



Country 


Period 


Annual rate of increase 


Gross 

domestic 

product 


Employment 


Output 
per man 


Belgium 


1953-65 


3.7 


0.6 


3.1 




1966-70 


4.0 


0.8 


3.2 


France 


1953-65 


5.0 


0.3 


4.7 




1966 70 


4.8 


0.7 


4.1 


j Germany (Fed. Rep.) 


1952-65 


Z'9 


1.6 


4.5 




1966-70 


3.5 


— 


3.5 


Greece 


1952-66 1 


6.0 


0.8 


5.2 




1968-73 


8.4 


1.0 


7.1 


Italy 


1952-65 


5.4 


1.1 


4.3 




1966-70 


5.0 


0.8 


4.1 


Portugal 


1953-66* 


5.0 


0.2 


4.8 




1968-73 


7.1 


0.5 


6.6 


United Kingdom . . 


1952-64 


2.7 


0.6 


2.1 




1965-70 


3.8 


0.5 


3.2 



Source: Economic Survey of Europe in 1967, op. cit., Ch. I, table 20, pp. 62-63. 
1 1951-63 for employment. 

J 1950-67 for employment. 



and labour productivity from the early 1950s to the middle of the present 
decade and projections to 1970. Regardless of the rate of employment 
increase, the largest part of the gain in domestic product was due to an 
increase in output per worker. 1 The national projections also, it will be 
noted, rely mainly on increased productivity for the expected increments 
in domestic product. A similar situation is anticipated in the centrally 
planned economies, for which data on industrial production are pre- 
sented in table VI. The current plans for economic development of the 
socialist countries of Europe attach increasing importance to the produc- 
tivity of labour as a main source of industrial development. In Bulgaria, 



1 Increases in labour productivity tend to be positively associated with increases 
in labour supply, however. This association can be seen in table V. Cf. United 
Nations: Some Factors in Economic Growth in Europe during the 1950s (Geneva, 
1964), Ch. II, pp. 38-39. 
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TABLE VI. ACTUAL AND PROJECTED GROWTH OF INDUSTRIAL 
OUTPUT, EMPLOYMENT AND PRODUCTIVITY IN SIX 
CENTRALLY PLANNED ECONOMIES, 1950-80 

(Per cent.) 



Country 


Period 


Annual rate of growth 


Global output 
of industry 


Frup'oyment 


Output per 
worker 


Bulgaria 


1949-53 


19.5 


10.0 


8.6 




1953-57 


12,7 


6.9 


5.4 




1958-60 


16.2 


11.0 


4.7 




1961-65 


11.7 


5.6 


5.8 




1961-80 


10.1 


2.6 


7.3 


Czechoslovakia . . . 


1949-53 


14.1 


4.1 


9.6 




1956-60 


10.7 


3.4 


7.1 




1960-65 


5.2 


1.9 


3.2 




1960-80 


8.4 


0.7 


7.6 


Hungary 


1950-54 


20.1 


9.2 


10.0 




1956-60 


7.4 


3.2 


4.1 




1961-65 


7.7 


2.3 


5.3 




1960-80 


8.5 


1.4 


7.0 


Poland 


1950-55 


19.0 


8.3 


9.9 




1956-60 


8.7 


2.1 


6.5 




1961-65 


8.6 


4.1 


4.3 




1960-80 


8.9 


2.7 


6.0 


Rumania 


1951-55 


16.5 


5.9 


10.0 




1956-60 


10.9 


3.2 


7.5 




1960-65 


14.1 


5.8 


7.8 


U.S.S.R 


1951-55 


13.1 


4.2 


8.5 




1956-60 


10.4 


5.1 


5.0 




1959-65 


9.1 


4.5 


4.4 




1960-80 


9.7 


2.1 


7.4 



Sources: United Nations: Economic Survey of Europe in 1965, Part 2: Incomes in Postwar Europe i 
A Study of Policies, Growth and Distribution (Geneva, 1967), Ch. 7, p. 11, table 7 .4; Economic 5'^rvcv 
of Europe in 1961, Part 1 : The European Economy in 1961 (New York, 1962), Ch. II, PP. 48-58; 
Economic Survey of Europe in 1962 , Part 1: The European Economy in 1962 (New York, 1963), Ch. I, 
pp. 50-57. 



for instance, the share of productivity in the over-all increase in indus- 
trial production is expected to be 70 per cent. (64 per cent, in 1964-65), 
and in Hungary 80 per cent. (58 per cent, in 1964). 
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Since gains in productivity are mainly the result of scientific and 
technical progress, they are hardly possible without investment in human 
beings (i.e. investments in education, vocational training, health services, 
and other functions which improve the knowledge and capacity of the 
individual), which is the source of scientific and technological progress. 
Investment in the education and personal and social development of 
human beings advances knowledge by increasing the numbers not only 
of scientific and applied research workers but also of persons, whatever 
their occupations, capable of devising new products, services and tech- 
niques; it enlarges the supply of managers interested in and able to 
innovate in methods of organisation and production. Finally, it 
develops the abilities and skills of workers, making them more efficient 
producers and enabling them to assume more sophisticated and difficult 
tasks. 

A second major source of productivity advance lies in the improved 
allocation of productive resources, of which the most important aspect is 
the withdrawal of persons from economic activity in which their time 
and abilities are underutilised and their economic contribution is low 
compared with what it might be in other employment. As is pointed out 
in Report II, the withdrawal of workers from agriculture and other 
forms of self-employment where the value of output is low, on the one 
hand, and the expansion of employment in industry and services where 
product value is higher, on the other, have been a significant source of 
economic gain. 

The removal of barriers to international trade over the past 20 years 
has also contributed to the improved use of resources by permitting 
nations to increase the export of goods and services which they are best 
equipped to provide. 

Another major source of productivity improvement has been the 
expanding size of markets, which has encouraged the mass production of 
standardised commodities at comparatively low costs. This expansion 
may be attributed to two main factors. The first and by far the most 
important is the steady rise of incomes in Europe. As incomes have 
increased in post-war Europe, spending on automobiles, household dur- 
ables and other products has expanded and this expanding demand has 
forced up the level of investments, since businessmen are now assured of 
markets and are consequently willing to invest on a scale which they 
would not attempt under conditions of erratically fluctuating demand, 
as was the case before the Second World War. The second factor has 
been the integration of the national markets in a number of countries, 
which has brought about a more rational international division of 
labour. 
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Economic Integration 

When the first European Regional Conference met in 1955, the first 
steps had been taken towards closer economic co-operation among 
European countries. Since then co-operative effort has made significant 
progress among both the market and centrally planned economies, and 
hope exists for the development of valuable East-West trade relations. 

Among the market economies there is currently a wide variety of 
institutions for economic co-operation. By far the greatest strides have 
been made in the lowering of trade barriers and in the development of 
international payments arrangements. The establishment of the Euro- 
pean Economic Community and of the European Free Trade Associa- 
tion are historic achievements pointing the way to a new era in interna- 
tional economic and political relations. The economic activities of the 
market economies, however, are still very far from being fully integrated. 
Western Europe is divided into two blocs, and some countries belong to 
neither. There is, of course, considerable movement of labour from the 
countries of southern Europe to the north, but free movement of enter- 
prise and labour is at present possible only among the six member 
countries of the European Communities, and as far as labour is 
concerned among Scandinavian countries. 

Nonetheless, advantage is being taken of the opportunity afforded by 
the Common Market for international business operations, which may 
be classified in four main categories: (a) technological arrangements 
extending from an exchange of expertise to joint research and develop- 
ment projects; (b) specialisation arrangements concerning either de- 
liveries or production of specified items; (c) deliveries of machinery and 
equipment or entire plants combined with the provision of expertise by 
the selling enterprise; and (d) marketing arrangements providing for the 
use by one enterprise of the sales and service facilities of another 
enterprise, or for the establishment of a joint network. 1 

These operations are utilised in both market and socialist economies, 
as well as in relations between them, though the actual methods of 
implementation may differ substantially. Direct foreign investments are 
more typical for the market economies. From 1959 to 1966 inclusive, 
nearly 2,500 investments were made by business firms outside their own 
countries in the Common Market, and some three-fifths of these invest- 
ments involved firms from countries outside the Six of the Common 
Market, a large proportion of these being American companies. 2 

1 Economic Survey of Europe in 1967, op. cit., Ch. II, pp. 79-80. 

2 For a further analysis see the reports and discussion in Droit social, Feb. 1968. 
American investment in Europe is examined by J. J. Servan-Schreiber in Le defi 
americain (Paris, Editions Benoel, 1967). 
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Information on the extent to which enterprises in Europe are increas- 
ing in size is sparse, but if the emergence of larger firms is proceeding at 
the rate indicated by data concerning the Common Market and by other 
developments, such as the merger movement in the United Kingdom, it 
will raise issues of concern to the I.L.O. Employer-employee relations are 
profoundly affected as the size of the enterprise increases. The “interna- 
tional” firm, with operations in two or several countries, presents, of 
course, issues of particular concern to the I.L.O. International co- 
operation on these and other issues resulting from the growth of interna- 
tional enterprises will become increasingly necessary. 

These and many other problems can be resolved only in the context 
of international co-operation. Further progress in building “one Europe” 
will be of great importance for the workers of Europe and for the I.L.O. 
The Office stands ready to provide all help within its power to European 
member States, in consultation with the European organisations 
concerned, in dealing with the labour and social problems of closer 
European economic co-operation. 

In Eastern Europe too, since 1955, and particularly since I960 when 
the Statutes of the Council for Mutual Economic Assistance 
(C.M.E.A.) were adopted, substantial innovations and new 
forms of economic, technical and scientific co-operation have been 
introduced. 

The characteristic general feature of this co-operation is its planned 
character based on the co-ordination of long-term programmes (covering 
five to 20 years) of economic development. The co-ordination of eco- 
nomic plans is assured in two ways: bilateral consultations between the 
planning commissions of the C.M.E.A. countries and multilateral con- 
sultations in different organs of the C.M.E.A. Recently the Executive 
Committee considered the programme for the co-ordination of develop- 
ment in the period 1971-75. This programme will cover the most impor- 
tant economic sectors of the member countries. 

In addition to the co-ordination of economic plans the C.M.E.A. 
stimulates the integration process: first, by promoting international spe- 
cialisation of production, which not only contributes to the wider 
utilisation of advanced technology and experience but also plays 
an important role in the reduction of costs, the raising of productivity 
and the improvement of quality and technical standards; secondly, by 
co-ordinating scientific and technical research— a question which has 
recently figured very prominently in C.M.E.A. activities; and thirdly, by 
long-term trade agreements. 



1 Also often abbreviated as COMECON. 
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The development of new forms of industrial co-operation among 
C.M.E.A. countries and between East and West is one of the most 
characteristic economic phenomena of the past decade. The aim of such 
co-operation is to promote technical progress, the optimum utilisation of 
advanced technology, and the dissemination of the best industrial ex- 
perience. This is achieved mainly by undertaking joint economic, techni- 
cal and above all production activities. Important benefits can be derived 
from industrial co-operation between Eastern and Western European 
enterprises. In particular, such co-operation results in technical and 
technological benefits for Eastern European enterprises and an expan- 
sion of marketing opportunities for Western firms. Since October 1966 
some 17 intergovernmental agreements have been concluded on scien- 
tific, industrial and technical co-operation. 1 These agreements envisage 
the establishment of joint committees; the organisation of technical 
exhibitions and fairs; the exchange of licences, patents and expertise; 
arrangements for joint study and research; the exchange of research 
personnel, etc. 2 

Economic Planning 

In market economies the maintenance of a high level of demand has 
been a major objective and achievement of economic policy in Europe 
over the past two decades. Although there is wide variation among the 
market economies in the degree and nature of economic intervention by 
governments, political leader , in all countries recognise the need for 
governments, through fiscal and monetary action, to endeavour to 
maintain economic activity at a “full employment” level. Despite differ- 
ing interpretations of the concept of full employment, there is agreement 
that it implies as complete a use of human and capital resources as 
possible without so straining productive capacity that serious inflation 
and adverse trade balances result. Full employment, domestic price 
stability and balance-of-payments equilibrium constitute three of the 
basic objectives of economic policy for all countries. To these should be 
added two others: a high rate of growth of national income and reduc- 
tion of income differentials between social groups and/or geographical 
areas. 

In several market economies these objectives and means for their 
implementation are incorporated in economic plans designed as guides 

1 Bilateral agreements of this type were concluded by Italy with Bulgaria and 
Rumania; by France with Hungary; by Denmark with Bulgaria; by Switzerland with 
Poland; by Benelux with Hungary; by the Netherlands with Poland; by the Federal 
Republic of Germany with Rumania; and by the United Kingdom with Hungary, 
Poland, Rumania and the U.S.S.R. 

* Economic Survey of Europe in 1967, op. cit., Ch. II, p. 80. 
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for action by public authorities and private enterprises. At present, 
12 market-economy countries have established general economic plans. 
None of these plans is mandatory in character, and each differs in the 
extent to which it represents a firm expression of government policy. 

Underlying this interest in economic planning in the market econo- 
mies are several factors. One is recognition, as already mentioned, of the 
need for a more active role by governments if a high level of economic 
activity is to be maintained. A second is the growing preoccupation on 
the part of leaders of government, business and labour with the need for 
defining the long-term objectives of the economy and instituting the 
proper policies to ensure their accomplishment. Increasingly, there is 
recognition that the market mechanism by itself fails to provide adequate 
guidance for long-term investment decisions in such critical areas as 
education, regional development, social and welfare services, urban 
growth, transportation, and so on. A third factor fostering interest in 
planning is the increasing awareness of the interdependence of various 
aspects of economic activity, particularly the impact of government 
programmes upon the economy when public spending constitutes 20 to 
30 per cent, of gross national expenditure. 

As for the socialist countries, during the first phase of planned 
development (1945-55) they applied uniform systems of planning and 
management. In this period the main objectives were the rebuilding and 
reconversion of the national economy and rapid development of material 
resources. In order to achieve the highest possible rate of growth, the 
limited resources were concentrated on key investment projects. The 
system of economic planning was highly centralised and the autonomy 
of industrial enterprises was substantially limited. For each industrial 
enterprise certain production targets were defined by the central planning 
authorities. Marketing considerations, prices and certain qualitative 
indices played only a secondary role. Since 1955, and particularly since 
I960, the socialist economies have reached a higher level of production, 
investment capacity and standard of living, and this has been accom- 
panied by substantial changes in their structure. The demand for con- 
sumer goods has become more selective as regards both price and quality. 
In these new conditions the fulfilment of quantitative targets alone has 
become obsolete. All these factors served as economic motives for 
experiments and reforms in planning, incentives and management. 

The economic reforms carried out recently in almost all socialist 
countries include: (a) decentralisation of economic decisions and 
management, a substantial increase in the autonomy of the enterprise, 
and a limitation of the number of centrally planned targets; (b) changes 
in the character of the directives issued by central planning authorities 
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(in the list of targets the “gross production index” has been replaced by 
an index of the volume of goods actually sold and/or by profit, profitabil- 
ity, etc.) ; (c) introduction of a new pattern of relations between market 
prices, central planning strategies and local initiative, and modification of 
the incentives systems at the level of the undertaking. The problem of 
finding the best possible combination of market and plan, prices, and 
central directives, is still being intensively studied in Eastern European 
economies. 

Simultaneously with the economic reforms, many changes have been 
introduced in the social and human spheres. In particular, recent years 
have witnessed a significant increase in the role of workers’ organisations 
at the level of the undertaking, while the system of workers’ participation 
in management has been made more democratic and accessible . 1 

Regional Development 

An aspect of economic development of concern to virtually every 
country is unbalanced growth in different geographical regions. While 
certain areas are experiencing stagnation, slow growth or even a decline 
in economic activity, others are expanding so rapidly that they are 
confronted by transportation congestion, housing shortages, inadequate 
water supplies, crowded schools and hospitals, and similar difficulties. 
Lack of employment, low incomes, and failure to share the benefits of 
economic and social progress characterise backward or depressed 
regions, while the heavy personal and social costs of congestion sharply 
reduce the net gains from the growth of overdeveloped areas. 

Regions whose economic development is sluggish or virtually non- 
existent may be in this position for one of two basic reasons : they may be 
handicapped by poor economic endowment (so-called underdeveloped 
regions) or their economic situation may have deteriorated because of 
failure to adapt successfully to changing conditions (depressed areas). 

Areas may be underdeveloped, in the sense that levels of living and 
rates of economic and social advance are lower than elsewhere, for a 
variety of reasons — geographical remoteness (northern Scandinavia), 
topography unsuited to easy transportation (the alpine districts), harsh 
climate (the arctic area of the U.S.S.R.), poor soil, lack of water (central 
France and southern Italy), and so forth. Often, of course, an area 
suffers from not one but several such handicaps. 

In many instances, however, the reason for the absence of progress is 
historical and social rather than physical. Because, for whatever reason, 

1 Statement by Mr. Polyakov, Employers’ delegate, U.S.S.R., at the International 
Labour Conference, 52nd Session, Geneva, 1968: Provisional Record, No. 16, p. 236. 
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urban centres and industry did not develop in an area, it has remained 
dependent upon agriculture, and the elements necessary for economic 
progress have been lacking. Educational opportunity has been minimal, 
social attitudes have been conservative, business enterprise has been 
sparse and marginal, etc. In such circumstances the entrepreneurial 
initiative, financial resources, economic, physical and social infrastruc- 
ture and trained workers required for the emergence of new economic 
activity are not present. 

Depressed areas are differentiated from underdeveloped regions by 
the fact that their current difficulties are due to the decline of the 
industries upon which they have been chiefly dependent. Rising costs 
and reduced markets have shrunk coal production in the Saar region, in 
the Nord and Pas-de-Calais departements of France and elsewhere. 
International competition has affected shipbuilding in Scotland and in 
various parts of France and Italy, and textiles and ceramics in Upper 
Franconia in the Federal Republic of Germany. 

It is not desirable to push the distinction between underdeveloped 
and depressed districts too far, of course, for a number of areas in the 
latter category are in trouble because they have failed to develop a 
sufficiently broad economic base and hence are partially underdeveloped. 
It may be easier, however, to improv ' the situation of depressed areas 
than of underdeveloped regions because the infrastructure, social capital, 
fixed productive capital and skilled labour already exist in such areas. 

Regional programmes have the dual major objective of accelerating 
the growth of underdeveloped or depressed regions and of reducing 
population pressure and the concentration of industry in congested 
areas. Underlying these objectives are social aims. These include the 
desire to eliminate the unemployment and underemployment which 
reduce living standards and impair human dignity in underdeveloped 
and depressed areas; to raise incomes in these areas and achieve better 
balance in income distribution throughout the country; to create oppor- 
tunities, through the provision of educational opportunities, the im- 
provement of health and other measures, for all members of the commu- 
nity to develop their potentialities to the full ; to achieve a politically and 
socially desirable balance in the distribution of population over the entire 
country; to distribute urban areas — the centres of modernisation and 
progress — throughout the nation; to promote national integration by 
strengthening regions economically and socially, thus satisfying natural 
regional aspirations for progress and strength, while minimising inter- 
regional disparities and the jealousies and conflicts which they cause. 

Long-term regional economic plans are now considered in many 
countries as an integral part of economic growth programmes. This is 
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true not only in the centrally planned economies and the less developed 
nations of southern Europe but in some of the highly developed market 
economies as well. The most advanced national programming tor regions 
is practised in those countries where economic programming is more 
developed, as in the Soviet Union or in France. Integrated regional 
planning on a national basis is, however, a relatively recent development 
and not yet fully applied in any country. For the most part, the problems 
of depressed areas have been approached, until recently, on an ad hoc 
basis. Investment funds, public projects and other measures and aid have 
been provided to particular areas. While the needs of individual areas 
differ and special programmes are necessary to meet specific problems, 
there is little assurance that unco-ordinated programmes will actually 
achieve the goal of national balance. Co-ordination is all the more 
necessary since various kinds of measures can be taken to meet regional 
problems. Instruments for accelerating growth include, inter alia , meas- 
ures concerned with migration and labour mobility; public investment 
in the economic and social infrastructure ; policies for i icreasing agricul- 
tural productivity; and devices for promoting industrialisation . 1 

Human Problems and Social Policy-Making 

The degree of industrialisation and the rates of economic growth 
attained by most European countries in recent years provide tremendous 
opportunities for improving living conditions. And indeed, as will be 
seen in the following chapters of this report, great strides have been made 
in raising living standards throughout Europe in the past two decades. 
Nevertheless, as resources increase, so do the claims made upon them. 
The substantial gains achieved in over-all economic prosperity in Europe 
have raised popular expectations and have made it possible for many of 
these expectations to be met. All this, however, calls for a new approach 
to social policy which would not be possible in countries at lower levels 
of development. European governments are now faced with the task, not 
so much of finding the resources to deal with the most pressing social 
problems, but rather of allocating the immense resources at their dis- 
posal in a way that corresponds to the growing needs and aspirations 
for a certain way of life of the population as a whole. To do this they 
have to identify these needs and aspirations which are often only inco- 
herently and indirectly expressed. They have to weigh the competing 
claims of individuals and groups, of immediate and long-term interests. 



x Some of the measures affecting manpower are discussed in more detail in 
Reports II and III. 
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And this in turn means that the social sciences will have an increasing 
role to play in the formulation of national policy. 

Manpower policies, for example, will have to be increasingly directed 
not only at creating employment opportunities for all, but also at 
providing each worker with a job which corresponds to the education he 
has received and which affords full scope for his particular aptitudes and 
an opportunity for occupational and hence social advancement. The 
closely linked issue of democratisation, in education as well as in econo- 
mic and social life in general, has become very topical, partly because 
it is not possible to meet the growing requirements of modern economies 
for increasingly skilled labour unless the area of recruitment is greatly 
expanded. A reserve of persons who would be perfectly capable of 
making good use of more advanced general and vocational education 
is in fact to be found at all levels of society, and in some countries the 
main need is now seen to be a redirection of educational and vocational 
training facilities in favour of the underprivileged. 

Similarly, policies concerning incomes will need to have more regard 
to the actual needs of human beings, whether as individuals or as 
members of particular sections of society. An initial need, of course, is 
for some degree of income security ; but looking beyond the guarantee of 
a minimum income in certain socially recognised contingencies, one can 
see a need for the granting by society of “compensatory incomes” which 
would provide more comprehensive, adequate and selective protection. 
In some respects, social security schemes would already seem to be 
evolving along such lines. Another objective is to achieve a redistribution 
of all incomes in accordance with the principles of equity and social 
justice. Many European States have made this their proclaimed objec- 
tive, and pursue it with varying degrees of determination and success by 
a variety of means ranging from investment and employment policy to a 
combination of wage policy, social security and taxation. 

On the whole, there is already a deeper concern with the problems of 
sections of the community subject to severe mental stresses, though 
often shielded from destitution by social assistance or social security 
in contemporary European societies. The persons concerned may be the 
aged, members of large families with no breadwinner, unmarried mothers, 
social deviants of all kinds, rootless peasants or foreign immigrants. Many 
European countries are now beginning to respond to these problems, for 
example by developing social assistance, putting social services on a more 
professional footing and improving the status of social work. In addition, 
research is being conducted on “the sub-culture of poverty”, or the 
outlook of the poor. This research has already shown how far one must 
probe if one wishes to cancel out the effects of deprivations of all kinds, 
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since deprivation can make those who suffer or have suffered from it 
psychologically incapable of seizing the opportunities they are given to 
better themselves. This can indeed completely undermine any effort 
made to assist them. 

Another issue which may well revolutionise ways of life in Europe, 
and which is now arousing great interest in most countries, is the use 
which should be made of the time saved as a result of technological 
progress. Different uses of such time have different implications. If it is 
used to work for the improvement of welfare, health, cultural or sports 
facilities, it can serve to strengthen the ties of solidarity among members 
of the community by improving the conditions of the underprivileged 
and the health and education of all. If the time saved is used to make 
work more human, by moderating the pace of work or by providing 
more rest periods; or if it is channelled into vocational education or 
training, or into participation in the affairs of the undertaking or the 
trade union, then work is to some extent being restored to a central 
place in the individual’s life. Or if it is used to increase the time available 
for leisure, for relaxation or recuperation, the implications may differ 
very greatly according to whether the recreational activities in which the 
individual engages are organised (and, if so, which) or whether he is 
left to his own devices and regards leisure mainly as a refuge from work, 
as is often the case. 

It is important to realise that life at work and outside it are increas- 
ingly interwoven, and that a good deal of thought therefore needs to be 
given to appropriate policies for the utilisation of leisure time. Leisure 
can contribute to the development of the individual’s occupational 
ability. It can also help to develop his personality, and this will also be 
reflected in higher productivity and better industrial relations. It is 
therefore not surprising that more attention is now beginning to be 
devoted in many countries to the extension of employment and training 
in the occupations connected with the organisation of leisure-time activi- 
ties, and to the regulation and improvement of conditions in those 
occupations. 

A society corresponding more closely to growing human needs will 
also have to be based on new forms of relationship among its members. 
It will be necessary to encourage as many as possible to assume responsi- 
bilities and to take initiatives; to enable them all to express themselves 
freely and to provide them with appropriate information and communi- 
cation media ; and to facilitate their participation in all aspects of public 
affairs, which is a necessary antidote to the growing impersonality of 
social organisation in an industrial civilisation. This is a controversial 
question which has many interesting aspects and far-reaching implica- 
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tions. For example, research on ways of giving the worker more scope 
and of increasing his commitment to his fellow- workers, to his work, and 
to the undertaking that employs him is sometimes carried out in the hope 
that such research may help to deal not only with production problems 
or the institutional problems of industrial relations but also with the 
wider human problems of alienation from work. 

These issues are at present the subject of much research in Europe, 
although often purely prospective research which has seldom been 
translated into policy . 1 Nevertheless, attempts are already being made 
to take the human factor and probable psychological effects into account 
when reaching decisions on social policy, sometimes in conjunction 
with cost-benefit analyses, particularly in such fields as migration of 
workers, housing or assistance to the handicapped. An increasing num- 
ber of studies and surveys are also being carried out into the factors 
making for job satisfaction or lack of satisfaction, the motivations 
underlying choice of occupations and mobility of labour, attitudes to 
remuneration, family budgets and the way people allocate their time . 2 
Some of these surveys are of international scope and'provide interesting 
evidence of the underlying similarity of the reactions and ways of life of 
people in, inter alia , the same occupational and social groups in different 
countries. 

However, a great difficulty to be overcome, even in highly industria- 
lised countries, is the very rudimentary state of existing knowledge of 
economic and social realities. This can be illustrated by an example of 
direct interest to the I.L.O. Although great efforts have been made, and 
the I.L.O. has contributed to such efforts in no small measure, to 
improve our knowledge of the cost of social security and its role in the 
national economy, it recently had to be recognised that many European 
countries still lacked the full range of statistics required for an accurate 
assessment of the combined incidence of taxes and social benefits on 
households of different income levels and composition . 3 In the field of 
remuneration there are certain sectors, such as non-wage earnings and 
remuneration in many service occupations, of which our knowledge is 
very slight. The same applies to the distribution of earnings: it is 
generally not possible on the basis of the available figures to de- 
termine exactly how many workers have low incomes and where they 
are employed. 



x See, for instance, the relevant publications of the O.E.C.D., in particular: The 
Social Sciences and the Policies of Governments (Paris, 1966). 

2 See “Recherche comparative internationale sur les budgets-temps”, in Etudes et 
conjuncture (Paris), No. 9, Sep. 1966. 

3 Incomes in Postwar Europe, op. cit., Ch. 1, p. 14. 
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Similar problems exist with regard to certain aspects of vocational 
training. In particular, information on the direct and indirect costs of 
different training systems is generally inadequate so that it is difficult to 
plan an optimum allocation of resources in the vocational training field. 
Moreover, decisions on these questions have to be taken without regard 
to their social and human implications, which ought to be accurately 
known if progress is to be made towards social and individual better- 
ment. In particular, there are no comprehensive statistical surveys of the 
inability, which is nevertheless well known, of children from working- 
class or peasant families to derive full benefit from systems of education 
and vocational training that are intended to ensure equality of opportu- 
nity. Information on the actual situation in other fields of interest to the 
I.L.O. is often just as sparse and inadequate. 

On the whole, existing knowledge of the behavioural factors which 
must be taken into consideration if realistic decisions are to be made 
leaves a great deal to be desired. Yet the social sciences can make a 
valuable contribution to meeting practical needs in business and in 
government. It is recognised, for example, that planning must be based 
on a knowledge of patterns of behaviour determined by class origins, 
political antecedents and the particular culture of the society concerned, 
and that the support a plan receives and the reactions to which it gives 
rise cannot be anticipated without such knowledge. In some countries, 
such as the Netherlands, Norway, Poland, Sweden and Yugoslavia, 
social research is increasingly regarded as a necessary aspect of social 
development and often underlies the decision-making process. In Yugo- 
slavia it played a great part in helping to develop the system of workers’ 
management throughout industry, commerce and local administration. 
In Poland intensive research has been carried out in the field of workers’ 
participation in planning and management at the level of the undertak- 
ing. In that country there is even talk of “an explosion” of research into 
social aspects of industrialisation. In most of the countries of Eastern 
Europe there has in fact been a notable expansion of research in the 
fields of industrial sociology and psychology over the last few years. 
Some of this research is connected with labour turnover and attitudes 
towards work, both of which are of increasing importance in view of the 
new policies concerning manpower and incentives. The appointment of 
sociologists to production units and the agreements concluded between 
the trade unions and sociological bodies in certain countries bear wit- 
ness to the growing recognition of the practical value of sociological 
research. 

The usefulness of the social sciences may become even more apparent 
now that they have moved beyond the description of social phenomena 
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to the explanation of them, and that modern data-processing techniques 
have put new tools at the disposal of social scientists. The practical 
value of work in industrial sociology has tended to increase over the last 
few years, particularly with the increasing number of studies on the 
workers’ reaction to change. However, it has not yet been possible to 
reach conclusions of immediate practical value for administrators and 
managers, the reason being that many of the studies themselves show 
that, in order to influence the workers’ attitudes, their entire economic 
and social position would have to be altered and that they themselves 
regard any particular change not as au isolated event but as a reflection 
of the entire economic and social system in which it takes place. 1 In 
order that sociological research should have an effective impact on 
programmes and policies, it would in any case be highly desirable that 
such research should be supplemented by consultation of the individuals 
and groups directly concerned. 

Much can also be learnt from current research in the field of rural 
sociology about the improvement of living and working conditions in 
rural areas, both in the Mediterranean countries and in the more indus- 
trialised countries of Europe. The Office is closely associated with the 
activities of the working party on rural sociological problems which was 
set up after the European conference on rural life held in 1957 under the 
joint auspices of the Food and Agriculture Organisation and the I.L.O 
The working party has dealt with the adjustment of agricultural struc- 
tures to the requirements of technological change: the I.L.O. has in 
particular carried out research on rural-urban migration and has helped 
to sponsor a survey of the social implications of industrialisation in rural 
areas which is being carried out by the European Society for Rural 
Sociology. 

The increasing role of the social sciences may eventually lead to the 
inclusion of human and social objectives in planning or, more generally, 
to the undertaking of genuine social planning. The need for such planning 
is coming to be recognised everywhere in Europe, especially in connec- 
tion with programmes for regional development. But there are many 
difficulties to be overcome before this becomes a reality. It is often still 
impossible, for example, to identify certain particularly urgent social 
needs, for the simple reason that they have never been met in the past 
and there are therefore no records to start from ; or to measure subjective 
needs, which are in some cases of decisive importance. There is a lack of 
criteria for the setting of standards and targets which are not based 



1 Cf . A. Touraine and others: Les travailleurs et les changements techniques 
(Paris, O.E.C.D., 1965), pp. 7-14. 
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merely on an extrapolation of current trends. However, examples of 
more formalised social planning can now be found in France, Italy, the 
Netherlands, Norway and the United Kingdom. 

In most European countries the establishment of guidelines for the 
future is likely to be facilitated by the constant extension of forecasting 
in all fields, although progress towards humanitarian and spiritual objec- 
tives can often be planned only in a prospective or even purely speculative 
manner. Forecasting is now being developed not only in such fields as 
science and technology or the availability of energy and raw materials 
but also with regard to population growth, the future shape of the eco- 
nomy and the composition of the working population, the social aspects 
of town planning, the development of information media, education, 
public health, leisure, and even behavioural subjects such as race relations, 
the relationship between the individual and society and ethical variables.. 
This has produced a “futurology” which in certain countries involves 
systematic research, much of it conceptual and methodological, with a 
view to better planning. In Eastern Europe, for example, specialists are 
even thinking of forecasting consumption on the basis of prospective 
cultural models. Leisure has a particularly important place in this fore- 
casting because its development heralds the beginning of an impor- 
tant new stage in European culture. In some countries bodies have been 
set up to consider the problems of leisure in the distant future, and 
thereby to determine what the collective needs of society will be and the 
types of social investment that will be required. The question has also 
been raised in some quarters whether it would not be desirable to 
establish similar bodies to make a comprehensive and prospective exami- 
nation of the human costs of work in the future . 1 

The foregoing discussion may appear to be a little unrealistic. Yet I 
feel it is particularly necessary, at a time when much of the population 
of Europe, especially the younger age groups, is troubled by uncertainty 
and confusion about the future, to stress that in the last analysis the 
denial of accepted truths, the revolt against the “establishment”, are 
rooted in aspirations for human dignity in the fullest sense; and that it is 
becoming a matter of some urgency that social policy should be 
conceived and planned in a rational way so as to deal effectively with the 
challenge such aspirations present to society. Admittedly there is no 
hope of immediate attainment of such objectives in the existing politi- 
cal, economic and social conditions, even in Europe where techno- 
logical progress can justify great hopes; yet it is also true that their 



1 Cf. Le travail et les travailleurs dans la societe contemporaine, 51 me semaine 
sociale, Lyons, 1964 (Paris, 1965). 
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attainment will not be brought any nearer unless they are constantly 
borne in mind. This calls for patience and courage because, even when 
contemporary ideas and values appear to be in urgent need of review, 
the slow mutations of human behaviour and outlook inevitably lag 
behird the possibilities opened up by the rapid pace of scientific and 
technological progress. 



CHAPTER II 



INCOME LEVELS AND DISTRIBUTION 



Economic growth in Europe over the past two decades has been 
accompanied by impressive gains in the living standards of the people. 
Numerous indices point to the increased well-being of most Europeans. 
In the richer European countries the share of food consumption in 
the family budget — generally less than a third — is still falling while 
that of consumer durables is rising rapidly. A similar trend is evident 
in countries with more modest income per head but its impact remains 
limited . 1 The family car has almost come to be regarded as essential in 
the richer countries while public transportation is expanding quickly 
elsewhere. Education is forging ahead rapidly. Thanks to the develop- 
ment of effective public health services and the widespread provision of 
medical care under social security schemes, as well as to improved 
nutrition and housing and other living conditions, people now enjoy a 
much better state of health. Ho *vever, the basic objective of policy in 
European countries remains to improve steadily the living standards of 
the community, particularly minimum living standards. The main means 
of achieving this is through policies to attain the closely related goals of 
economic growth — or, in certain European countries, industrialisation 
— and full employment, apart from measures to promote collective 
consumption and social security. Whatever the means, the basic problem 
is everywhere the same : that of reconciling the needs of economic growth 
and social progress and of ensuring an equitable distribution and 
redistribution of income among social groups. 

Although research efforts are continuing to clarify and to measure 
empirically the level of living 2 , quantifying its progress in comprehensive 

1 See, for instance, I.L.O. : Household Income and Expenditure Statistics, No. 1 , 1950- 
1 964 (Geneva, 1 967) and Year Book of Labour Statistics (chapter on household budgets). 

2 In the European context it is understood that studies on the measurement of the 
level of living with a view to making comparisons between two or more selected 
countries are being organised under the auspices of the Economic Commission for 
Europe and the O.E.C.D., and the Statistical Office of the European Communities is 
conducting similar studies. The I.L.O. has been actively engaged in the work on the 
methodology and classification of statistics of family living studies, an important 
source of data on levels of li.'ing; the subject was discussed by an expert group in 1967 
and will probably be considered by the next International Conference of Labour 
Statisticians with a view to elaborating and revising the relevant technical standards. 
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terms remains difficult. Also there is at present no accepted method of 
universal validity for this purpose, especially for making inter-country 
comparisons. Consequently, the following discussion will be centred on 
income levels, rather than on levels of living. 



Income Components 1 

Since, on the whole, the national product per head in the countries 
of eastern and southern Europe has been rising faster than that in the 
more mature economies of the countries in the northern and western 
parts of Europe, it seems that, while income levels are rising every- 
where, the gaps between the income levels in different parts of 
Europe are generally narrowing in relative terms. Factors contributing 
to this “levelling-up” process have already been discussed. 

I will devote primary attention in this chapter to the real income of 
families, which is for most practical purposes a major and perhaps the 
most important single determinant of their level of living, at least in 
material terms. Three components of the real final income of families 
may be distinguished. The first and the principal component is the 
primary income accruing to family members from participation in pro- 
ductive activities. This consists mostly of income from worK, either in the 
form of wages and salaries or earnings from self-employment (e.g. on 
family farms or in family businesses). This may be supplemented by 
income from property such as rent, dividends, etc., but such property 
income amounts to no more than one-eighth to one-tenth of primary 
family income in several Western European countries and no general 
trend in its evolution is evident from the available data. The primary 
income flows are redistributed through the fiscal and social security 
systems, leading to income transfers in kind or cash. Social security 
benefits in cash constitute a second component of final family income. 
But the living standard of households also depends on the effect on 
prices of indirect taxes and subsidies and on the incidence of transfers 
in kind, or “collective consumption” (the latter meaning a large 
part of government expenditure on health, education and social 

1 Much of the discussion below is based on the information, analysis and 
conclusions contained in Incomes in Postwar Europe, op. cit., a comprehensive study 
on this subject prepared by the Secretariat of the United Nations Economic Commis- 
sion for Europe to which the International Labour Office has contributed, and on 
United Nations document E/CN.5/417/Add.2: “ 1967 Report on the World Social 
Situation ”. The following recent I.L.O. publications have also been drawn upon for 
this purpose: H. A. Turner and H. Zoeteweij: Prices, Wages and Incomes Policies 
in Industrialised Market Economies, Studies and Reports, New Series, No. 70 (Geneva, 
1966); and The Cost of Social Security — Sixth International Inquiry, 1961-1963 
(Geneva, 1967). 
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welfare services). The distribution of households by the size of their 
income per head may, therefore, be supplemented by estimates of the 
redistributive effect of government price and expenditure policy. In most 
European countries transfers in kind constitute an important instrument 
of redistribution. 

While the primary income from work is the mainstay of most 
families, the redistributed income is an essential and even the major 
source of support to poorly paid workers, pensioners and large families. 
The level and relative importance of the income components, and 
changes therein over time, vary between countries, especially between 
those in Eastern and Western Europe. 1 But the long-term trends since 
the last war point to rapid growth in the level of all income com- 
ponents, with collective consumption and social security benefits gener- 
ally rising at a somewhat faster pace than income from work. The 
trends in primary income from work and in the redistributed income 
components and factors influencing them are considered in turn below. 

Income from Work 

As a broad generalisation, it can be said that the combined earnings 
from employment and self-employment (in real terms, i.e. after allowing 
for increases in consumer prices) have moved sharply upwards, more or 
less parallel to the growth in national product. The trends in earnings in 
the manufacturing sector are of special significance. It has been estimated 
that earnings in manufacturing rose during 1955-65 at an average annual 
rate of between 2.5 and 6.5 per cent, in countries with market econo- 
mies as well as in those with centrally planned economies. Out of 18 
countries (12 with market and six with centrally planned economies) for 
which relevant data are available over the period 1955-64, gains in labour 
productivity exceeded increases in earnings in 14 cases (nine with market 
and five with centrally planned economies). The picture alters a little for 
the countries with market economies during the more recent period 
1960-64 when the rate of increase in real wages exceeded that in labour 
productivity in five out of 12 cases. Detailed study would probably 
suggest that the links between short-term changes in productivity and 
real wages are rather weak. 2 

. 1 The coir ’utional distinction between Eastern and Western Europe has been 
maintained here for the sake of simplicity and brevity. In a sense each national 
experience in the field of incomes policy is unique and wide variation exists among 
countries even within each of the two groups. Yugoslavia is a case in point with special 
features of its own as well as many features common to one or the other of the two 
groups. 

a The estimates are rough and ready, having been derived directly from the 
relevant statistical series on wages, consumer prices and labour productivity published 

(footnote continued overleaf) 



